é LIMITED 


annual report: 


“In the Everlasting Snowdrifts, 
/n the Kingdom of Wabasso 
/n the Land of the White Rabbit” 
“Longfellow” 


THE STORY OF THE WABASSO 


“‘Wabasso”’ is the name given to the White Rabbit by the 
Ojibwa Indians but it also means the North as used by 
Longfellow in his poem ‘‘Hiawatha’’. The ‘‘Wabasso”’ or 
Snow-Shoe Rabbit is found in Northern Canada from the 
Atlantic to the Pacific. Its fur is snowy white, the purest 
white known, and this is why, in 1907, we chose it as our 
Company name and our Trade Mark for our pure white 
cotton products. Today this pure white fabric is the basis 
of all the high style colours that are now featured in the 
Wabasso range. 
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ANNUAL REPORT OF THE DIRECTORS 


Montreal, March 16, 1972 


To the Shareholders: 


Submitted herewith is the 1971 Annual Report of your 
Company, together with the Consolidated Statements for 
that year on a comparative basis and the report of your 
auditors. These statements incorporate the assets and 
liabilities of Dominion Fabrics Limited as at December 
31, 1971 and the Consolidated Statement of Earnings 
includes those for that company for the last four months 
of the fiscal year. 


The year 1971 was an eventful year for your Company. 
On July 30, 1971 a successful offer was made for control 
of Dominion Fabrics Limited and at year end Wabasso 
Limited owned, directly or indirectly, 209,647 Common 
shares and 161,767 Preference shares, being 99.8% and 
95.2% of the respective outstanding shares. The assets of 
the jute and cotton bag business of Woods Bag & Canvas 
Co. Ltd. were sold which resulted in an extraordinary 
profit of $101,000. Wabasso Europe B.V. was established 
in Holland to better serve Europe. 


Consolidated sales for the year 1971 amounted to 
$44,092,000 as compared to $44,053,000 for 1970. It 
should be noted that the 1971 sales include those of 
Dominion Fabrics Limited for the four month period, 
while the 1970 sales total includes a substantial amount 
of narrow fabric sales, the area from which the Company 
withdrew during the course of the year. 


The earnings for the year, including an extraordinary 
profit on the disposal of the Bag business of the sub- 
sidiary, amounted to $668,000 and this compares to a 
loss for the prior year of $1,504,000, after providing for 
extraordinary items. Earnings prior to extraordinary items 
in each year were $567,000 for 1971 as compared to 
$180,400 in 1970. The 1971 earnings have absorbed 
losses attributable to the continuance of apparel fabric 


production beyond the original terminal date in order to 
alleviate winter unemployment in the areas concerned. 


The combined consolidated retained earnings and capital 
surplus at December 31, 1971 amounted to $10,690,474 
as compared to $10,024,211 at the end of the previous 
year. 


Series “‘C’’ Debentures in the amount of $500,000 were 
redeemed on their maturity date of July 1, 1971. 


Working capital as at December 31, 1971 amounted to 
$8,874,174 as compared to $8,225,517 at the end of 
1970. 


The capital expenditure program associated with the 
restructuring of the Company and estimated at $7,000,000 
is proceeding on schedule and it is expected all of the 
major equipment involved will be installed by the end of 
1972. An amount of $3,597,149 was spent for capital 
expenditures in 1971 and this compares to an amount of 
$2,260,544 in 1970. The Federal Department of Regional 
Economic Expansion approved for payment grants of 
$1,235,000 for capital expenditures at Shawinigan and 
Trois-Rivieres and we expect the provincial authorities 
will now process our application. 


A one year labour contract was signed with the Union 
representing the employees at Welland after long and 
protracted negotiations. Intensive industrial engineering 
is taking place to effect savings in order that the products 
of this mill might remain competitive with others in the 
market place. Negotiations are progressing for a renewal 
of labour contracts covering employees at Shawinigan 
and Trois-Rivieres which expired early this year. 


Woods Bag & Canvas Co. Ltd. showed improved profits 
over 1970, both in Canada and the U.S.A. 


A comprehensive review of Dominion Fabrics Limited’s 
operations revealed that inasmuch as the business of this 


company was similar to the Consumer Products Division 
of Wabasso Limited, there could be greater utilization of 
all resources — plant and equipment, human, and finan- 
cial, if the two operations were combined. The logical 
conclusion was that the assets and undertakings of 
Dominion Fabrics Limited should be sold to Wabasso 
Limited. 


In view of the then pending new income tax legislation, it 
was advantageous to both corporations to complete cer- 
tain of the transactions prior to the end of 1971, with the 
balance to take place in 1972. Wabasso Limited pur- 
chased the fixed assets of Dominion Fabrics Limited and 
Dominion Yarns Limited on December 30, 1971 for 
$625,000, a value predicated on the estimate of the 
Company’s worth as determined by the take-over bid 
terminating September 2, 1971. It proposes to purchase 
as of January 1, 1972, at Balance Sheet values, the 
remaining working assets, less liabilities, associated with 
their operations for a net amount of approximately 
$1,700,000. The sale of these assets will require the 
approval of the shareholders of Dominion Fabrics Limited. 


Wabasso sold to Dominion Fabrics Limited, for 
$2,300,000, all of the issued and outstanding shares 
of Woods Bag & Canvas Co. Ltd. and this was done prior 
to the end of 1971. The earnings potential for the share- 
holders of Dominion Fabrics Limited will not be lessened 
by this transaction since the earnings from the camping 
and recreational business field should exceed those of 
the present towel manufacturing operations. 


As reported earlier this year, the Textile and Clothing 
Review Board's hearing of the Sales Yarn case resulted in 
the Federal Government imposing global controls over 
importations from damaging sources and this appears to 
have stabilized the situation. Unfortunately, hearings 
covering Denim, Sheets and Slips, and Towels have not 
yet been scheduled. In the meantime, imports from low- 
cost countries of all these products have continued to 


increase with new countries making significant gains jin 
our market. It is hoped that the Review Board will be 
able to give prompt attention to these serious conditions. 


Demand for the Company products continues strong but 
your Company, together with others in the industry, is 
faced with ever increasing costs for raw material, labour, 
transportation, fuel, etc., which far outstrip increases in 
selling prices. 


During the year, the Company moved its corporate offices 
to leased premises in the Town of Mount Royal. 


Mr. D. E. Kerlin who was first elected to the Board in 
1967 resigned early in 1972. During his comparatively 
short time on the Board, Mr. Kerlin made a significant 
contribution to the affairs of the Company. Mr. John E. L. 
Duquet, Q.C. was elected to the Board on March 16th, 
1972 to replace Mr. Kerlin. At the forthcoming and 
Special Meeting of Shareholders to be held concurrently 
with the Annual Meeting, the Shareholders will be asked 
to approve By-Law No. 65 whereby the number of direc- 
tors will be increased from thirteen to fourteen. It is 
proposed to nominate Mr. R. V. Hicks, Q.C., a continuing 
Director of Dominion Fabrics Limited, to fill the vacancy. 


The changes within this organization have created many 
pressing demands on its employees and the Board is 
grateful for the co-operation and the support received 
from its employees in coping with these problems. 


On behalf of the Board of Directors 
H. ROY CRABTREE 


Chairman and President. 


LIMITED 


50% Polyester 50% Cotton 
with 
“Soil Release” Finish 


0 LIMITED 


ASSETS 
CURRENT SASSEIS 


Cash 
Accounts receivable 
Income tax recoverable 


Inventories valued at the lower of cost, replacement cost or net realizable value 


Unexpired insurance, prepaid taxes 


INVESTMENTS 
(Quoted market value 1971 $274,352; 1970 $400,976) 


FIXED ASSETS 


Land, buildings, plant and equipment at cost 
Less: Accumulated depreciation 


GOODWILL, PATENTS AND PROCESSES 


DEFERRED INCOME TAX CHARGES 


Signed on behalf of the Board: 


Bernard S. Saunders, Director 


AUDITORS’ REPORT 


To The Shareholders 
Wabasso Limited 


We have examined the consolidated balance sheet of Wabasso Limited and sub- 
sidiary companies as at December 31, 1971 and the consolidated statements of 
earnings, retained earnings, capital surplus and source and application of funds for 
the year then ended. Our examination of the financial statements of Wabasso 
Limited and those subsidiaries of which we are the auditors, included a general 
review of accounting procedures and such tests of accounting records and other 
supporting evidence as we considered necessary in the circumstances. We have 
relied on the report of the auditors who have examined the financial statements of 
a subsidiary. 


In our opinion these consolidated financial statements present fairly the financial 
position of the companies as at December 31, 1971 and the results of their oper- 
ations and the source and application of their funds for the year then ended, in 
accordance with generally accepted accounting principles applied on a basis 
consistent with that of the preceding year. 


RIDDELL, STEAD & CO. 


March 10, 1972 Chartered Accountants 


AND SUBSIDIARY COMPANIES 


H. Roy Crabtree, Director 


1971 1970 
172,865 $ 29,492 
7,414,818 5,824,935 

221,750 Ee 
14,818,117 12,724,459 
204,513 268,701 
22,832,063 18,847,587 
357,414 357,414 
38,179,827 39,982,168 
26,980,077 30,554,624 
11,199,750 9,427,544 
2 2 
11,199,752 9,427,546 
707,000 1,070,000 
$35,096,229 


$29,702,547 


CONSOLIDATED BALANCE SHEET AS AT DECEMBER 31, 1971 


LIABILITIES 

CURRENT LIABILITIES 

Bank indebtedness 

Accounts payable and accrued charges 
Income taxes payable 


Current portion of long term debt 


FONG ELERM DEBT 
Series ‘‘C’’ 534% serial debentures maturing $500,000 annually to July 1, 1975 


Series ‘‘D’’ 634% serial debentures maturing $500,000 annually July 1, 1976 to 
July 1, 1980 


Bank loan maturing $300,000 annually to September 3, 1976, interest at 1% 
above prime rate 


Notes payable maturing up to 1976 in instalments, at interest rates to 712% 


Current portion included above 


MINORITY INTEREST 


SAM EMOLDERS: EQUITY 
Capital Stock (Note 2) 
Authorized 
525,000 common shares without nominal or par value 
Issued — 397,173 (1970 - 360,039) 


Siete Ala as, 
CAPITAL SURPLUS 
RETAINED EARNINGS 


$35,096,229 


1971 1970 

$ 8,170,635 $7 6;29 17190 
4,573,108 3,574,631 

89,447 _ 
1,124,699 756,249 
13,957,889 10,622,070 
2,000,000 2,500,000 
2,500,000 2,500,000 

1,500,000 — 
851,225 0g 17355 
6,851,225 b,0917355 
1,124,699 756,249 
5,726,526 4,835,106 

54,572 — 
2,666,768 2,221,160 
2,000,000 2,000,000 
— 6,818,400 
10,690,474 3,205,814 


$29,702,547 


AND SUBSIDIARY COMPANIES 


0 LIMITED 


EARNINGS 

SALES 

OPERATING EXPENSES ——— 

Manufacturing, selling and administrative costs 41,047,588 41,791,558 

Interest on long term debt 335,684 326,875 

Interest — other 374,843 654,305 

Depreciation 1,281,468 Lold.io> 

Minority interest 531 _— 
43,040,114 44,090,531 

Operating profit (loss) before taxes 1,051,582 ( 37,852) 

Income taxes 500,950 31,670 

OPERATING PROFIT (LOSS) 550,632 (| 6,182) 


Dividend income 178,744 
Profit on disposal of fixed assets z 
EARNINGS BEFORE EXTRAORDINARY ITEMS 180,400 


EXTRAORDINARY ITEMS 


Profit on sale of fixed assets — Bag Division 


Provision for losses in connection with discontinuance, relocation and disposition 
of facilities and inventories relating to apparel fabrics (less income taxes of 
$808,000) _— 


747,220 


Loss on investments 


Earnings (loss) for the year 


Earnings per common share before extraordinary items 


Earnings (loss) per common share 


CONSOLIDATED STATEMENTS FOR THE YEAR 


RETAINED EARNINGS 


Balance at January 1 

Earnings before extraordinary items 
Extraordinary items 

Earnings (loss) for the year 


Transfer from reserves 


Dividends paid 
Transfer to capital surplus under requirements of section 62 


Canada Corporations Act 


Contributed surplus 
Transfer from capital surplus (Note 2) 


Balance at December 31 


CAPITAL SURPLUS 


Balance at January 1 


Par value of Class ‘‘A’’ and Class ‘’B”’ preferred shares redeemed during the year 


Transfer to retained earnings (Note 2) 


Balance at December 31 


1971 


$ 3,205,811 


566,652 


100,971 


667,623 


667,623 


3,873,434 
1,360 


3,872,074 


6,818,400 
$10,690,474 


$ 6,818,400 


6,818,400 


6,818,400 


( 
( 


ENDEDIDECENIBERes imi 74 


1970 


$ 9,070,260 


180,400 


1,684,824) 


1,504,424) 


1,645,163 
140,739 


3200909 
60,000 


5,968,974 


371027025 
23,786 


So, 200;o0 


849 426 


5,968,974 


6,818,400 


$ 6,818,400 


AND SUBSIDIARY COMPANIES 


LIMITED 


Wabads 


CONSOLIDATED STATEMENT FOR THE YEAR ENDED DECEMBER 31, 1971 


SOURCE AND APPLICATION OF FUNDS 


1971 

SOURCE OF FUNDS 
From operations 
Earnings (loss) for the year $ 667,623 
Provision for losses and loss on investment = 
Depreciation 1,281,468 
Deferred income taxes 363,000 

2,312,091 
Proceeds of sale of fixed assets, less profit included above 598,047 
Issue of common shares 445,608 
Bank loan 1,200,000 
Notes payable 191,420 
Sale of marketable securities — 

4,747,166 
APPLICATION OF FUNDS 
Additions to fixed assets 3,597,149 
Repayment of debentures 500,000 
Dividends paid 1,360 
Redemption of Class “‘A”’ shares — 
Redemption of Class ‘‘B”’ shares === 

4,098,509 
Increase (Decrease) in Working Capital 648,657 
Working capital at January 1 8,225,517 


Working Capital at December 31 


NOMES 


1. BASIS OF CONSOLIDATION 

All wholly owned subsidiary companies are included in the consolidated financial statements. Also included are the 
assets and liabilities of Dominion Fabrics Limited which company was effectively acquired on September 1, 1971; 
the results of operations of that company from September 1, 1971 have also been included in these consolidated 
statements. 


2. CAPITAL STOCK 
During the year the company issued 37,134 common shares pursuant to its offer to the shareholders of Dominion 
Fabrics Limited dated July 30, 1971. The shares were issued at a value of $12 per share. 


The company obtained Supplementary Letters Patent dated June 18, 1971 to cancel the Class ‘‘A’’ and Class ““B”’ 
preferred shares, reinstating the capital surplus to retained earnings. 

3. STATUTORY INFORMATION 1971 1970 
Number of directors 13 a} 
Directors’ remuneration $ 19,100 $ 18,200 
Number of officers and past officers 12 12 
Officers’ and past officers’ remuneration $326,500 $297,086 
Number of officers who are also directors 4 3 


4. COMMITMENTS 


At December 31, 1971 the Board of Directors had approved and the company has contractually committed future 
expenditures estimated at $3,325,000. 


$ 8,874,174 


1970 


($ 1,504,424) 


( 


1,443,004 
1,3 17193 


862,000) 


394,373 
74,231 


335,106 
5.192.940 


5,996,650 


2,260,544 
500,000 
60,000 
3,000,000 
2,958,830 


8,779,374 


2,782,724) 
11,008,241 


$39 7225/00, 
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